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SURINAME: KEY ECONOMIC INDICATORS 
(money values in millions of dollars except where noted) 


1986 1987 1988 


GDP, Population, and Employment 
GDP (current $) 1087 


Real GDP Growth Rate (constant $) (%) ° «7.9 
Per Capita GDP (current $) 2653 
Population (thousands) 395 
Labor Force (thousands) 131 
Unemployment (3%) 32* 


Money and Prices (as of December 31) 
\Money Supply 

Total Public Debt 

External Public Debt 

Central Bank Interest Rate (%) 

Prime Commercial Interest Rates (%) 
Average Commercial Interest Rates (%) 


Retail Price Indices 

(April 1968-March 1969 - 100) 
Food and Drink 

Housing and Furniture 
Clothing and Shoes 

Other 

Total 


Balance of Payments and Trade 
Gold and Foreign Exchange 
Current Account 

Capital Account 

Total Account 

Merchandise Exports (F.o.b.) 
To United States (F.o.b.) 
Merchandise Imports (C.i.f.) 
From United States (F.a.s.) 
Balance of Trade 

Services of Private Transfers 


Government Budget 
Total Revenues 


Total Expenditures 
Total Deficit 


Embassy Estimate 
Discrepancy between 1987 and 1988 figures is due largely to a 


change in the Surinamese Government's method of calculating 
the size of the labor force. 


Sources: Central Bank of Suriname, Bureau of Statistics, Planning 
Bureau, Commercial Banks, and U.S. Deptartment of Commerce. 





SUMMARY * 


Economic Trends: A civilian government was inaugurated in 
January 1988, ending seven and a half years of military rule. 

It faced formidable economic problems, since the previous regime 
had depleted foreign exchange reserves and triggered inflation by 
financing government spending with the printing press. The new 
government has so far made few significant economic policy 
changes, but the economy has seen some resurgence. Real GDP grew 
by nearly 5 percent in 1988, primarily due to strong recovery in 
the key bauxite industry, and 1989 may see even faster growth as 
alumina prices remain high. Prospects for exploitation of 
resources in Suriname's interior may also improve due to a recent 
peace accord between the government and insurgent forces. 


Another positive development is the resumption of Dutch project 
aid, amounting to $100 million per year to 1996. This aid is 
dedicated to specific development projects, not to balance-of- 
payments support. The EC has agreed to provide Suriname with 
technical assistance for a structural adjustment study, including 
eventual implementation of an economic adjustment and development 
program. The Surinamese Government is committed to eventual 
membership in the Caribbean Basin Initiative, which would entail 
Significant changes in Suriname's economic policy. 


The economy continues to be hampered by chronic foreign exchange 


deficits, now estimated at $12 million per month. The shortage 
of hard currency limits the country's ability to import raw 
materials and spare parts for industry and basic necessities for 
the people. The backlog of unpaid letters of credit continues to 
grow, and the government continues to print money to finance its 
deficits. Confidence in the Surinamese guilder is low, and there 
is an active and organized parallel market for hard currencies. 


The U.S. Interest: Suralco, a subsidiary of the Aluminum Company 
of America (Alcoa), is the primary U.S. commercial interest in 
Suriname. With a replacement value estimated at $2 billion, 
Suralco dominates the local economy. Other U.S. companies, such 
as IBM and Alico, have representative offices in Paramaribo. 
These concentrate on domestic services rather than import 
activities, due to the current foreign exchange and repatriation 
problems. Difficulties in repatriating earnings, the absence of 
an updated investment code, high wage costs, and inadequate 
infrastructure have discouraged new foreign investment. 


Specific statistics are not available, but the Embassy estimates 
that the United States' share of total imports remains about 11 
percent. Improvement in U.S. market share depends on greater 
availability of foreign exchange. Foreign sellers currently have 
difficulty collecting remittances from Suriname's central bank. 


* This report was prepared in October 1989: 





CURRENT ECONOMIC SITUATION AND TRENDS 


Background 


Suriname, approximately the size of Georgia with a population of 
about 408,000 and a GDP of approximately $1.23 billion, has 
traditionally offered a higher standard of living than the 
average small developing nation. At independence in 1975, the 
bauxite industry, Suriname's most productive sector, formed the 
foundation of a buoyant, market-oriented economy with good 
prospects for further growth. Suriname also received a multi- 
year Dutch development aid commitment amounting to approximately 
$1.5 billion. 


Suriname's economic difficulties began in the late 1970s due to 
steadily decreasing world demand for bauxite and its derivatives 
and to the development of competitive alternative sources. More 
critically, the military regime in power during 1980-87 markedly 
increased government intervention and participation in the 
economy. Public employment and budget deficits soared, and the 
exchange rate became increasingly overvalued. Moreover, after 
the regime executed 15 prominent opposition leaders in 1982, the 
Dutch Government suspended its development aid program. The 
situation was further exacerbated in 1986 by the development of 
an insurgency against military rule. During 1986-7 insurgents 
caused extensive damage to Suriname's economic infrastructure 
and closed several important productive and exporting industries. 


The inauguration of a democratically elected civilian government 
January 1988 opened a new chapter in Suriname's economic 
development. The new government pledged itself to the economic 
renewal of Suriname and acknowledged the importance of private 
enterprise to the accomplishment of that goal. The government 
has made significant progress: terms have been agreed to with the 
Dutch for reactivation of the 1975 development treaty, with its 
duration extended to 1996, and a peace agreement was reached with 
the insurgents on July 21, 1989, opening up the possibility for 
renewed development in the interior. However, the government has 
so far been unable to come to grips with the public deficit or 
reform of the foreign exchange regime. 


Labor 


The total legally employable labor force in Suriname is estimated 
to be about 100,000 persons. About 43,000 are employed by the 
government, including employees of parastatal industries engaged 
in oil exploration and production, telecommunications, water, 
electricity and gas, sugar, rice, bananas, palm oil, and lumber. 
Approximately 27,000 workers are unemployed, and the remainder 
work in the private sector. Unemployment has grown steadily 
since 1981, and because over half of the population is under the 
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age of 16, this trend can be expected to continue. (Statistics 
indicate that unemployment dropped between 1987 and 1988, but 
this is largely due to a change in the Surinamese Government's 
method of calculating the size of the labor force). Depressed 
conditions in the government-dominated official economy have 
prompted the growth of a substantial underground economy fueled 
by the illegal but widely condoned black market, in which many of 
the officially unemployed as well as the employed participate. 


Suriname has one of the strongest union structures in South 
America. Labor unions enjoy favorable government regulation. 
By a decree of the former military government, still in effect, 
companies may not lay off workers without government approval, 
which is very difficult to obtain. Labor costs are high in 
comparison with those in neighboring countries. 


Balance of Payments 


By sharply reducing imports, the government has begun to stem the 
decline in foreign exchange reserves caused by policies of the 
previous regime. Uncommitted international reserves (including 
gold), which were valued at $187 million in 1982, fell to about 
$18 million by 1986 and to $9 million in 1988. Officially 
recorded imports of goods and services fell from $523 million in 
1982 to $238 million in 1988 using private sources of foreign 
exchange (i.e., the black market). Exports, led by alumina, 
totalled $358 million in 1988, the highest figure since 1984. 


Economic Policy 


Foreign Exchange: The shortage of foreign exchange reserves, 
which became acute in mid-1985, remains a dominant theme of 
Surinamese Government economic policy. To reduce foreign 
currency expenditures, the government has implemented restrictive 
exchange licensing regulations. In addition, the government has 
imposed strict limitations on the amount of hard currency that 
citizens can take out of the country. While reducing imports, 
however, the government has also deferred payments to a number 

of overseas suppliers, causing external payments arrears 
amounting to approximately 17 percent of GDP in 1988. 


Suriname's foreign exchange laws require that export revenues be 
turned in to the central bank to be converted to local currency. 
The new government is slowly reversing the previous practice of 
using these foreign exchange earnings to finance primarily the 
imports of government agencies and state-owned companies, and the 
private sector is increasingly being allowed more involvement. 
The private sector has not always complied with the requirement 
that export revenues be turned in to the central bank, and in 
June 1989 the government announced stringent measures against 
recalcitrant traders. 
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Prices: Although official sources reported a 1988 inflation 
rate of approximately 7 percent, the Embassy estimates that 
inflation was over 50 percent. Unemployment was about 36 
percent, as the private sector continued to struggle with a 
shortage of inputs and the government was unable to completely 
absorb increasing numbers of newcomers to the work force. 


The government has only slowly begun to revise or eliminate the 
economic decrees of the prior military government. Under these 
decrees, the government may set price levels and profit margins 
on all goods and services, and bar employers from laying off 
workers for economic reasons without the (rarely granted) 
approval of the Ministry of Labor. Earlier this year, the 
government introduced price controls on goods imported with 
personal sources of foreign exchange (the black market). Such 
goods must be priced at a rate of 5 Surinamese guilders to 1 
U.S. dollar. The local business community is waiting to see if 
and how the new price controls will be implemented. 


Government Finance: The government budget deficit continued its 
upward trend in 1988, amounting to $285 million -- nearly one- 
half the total budget, and nearly one-fourth of GDP. The deficit 
is financed by printing money, and there is great resistance from 
government and labor to taking the fiscal measures needed to 
bring spending and revenues into balance. The government has 
shown little interest in an IMF economic program. Instead, 
working with experts from the EC, Suriname hopes to fashion a 
tailor-made solution to its economic problems. 


External Financing: Since 1984 Suriname has concluded 
countertrade arrangements with Colombia, Guyana, Brazil, and the 
Dominican Republic. It has also arranged for tied credit lines 
from Brazil ($53 million), Venezuela ($8 million), Taiwan ($1 
million), South Korea ($3 million), China ($7 million), and 
Austria ($54 million -- not used). The civilian government has 
renegotiated most of these credit lines. 


In addition to the reactivated multiyear development program 
with the Dutch, bilateral development projects have been funded 
by Belgium and West Germany. The United States announced in 
early 1988 that a $500,000 economic support fund grant for 
technical assistance, suspended in 1982, would be resumed. The 
United States provided Suriname with $5 million in credits during 
1988-89 for the purchase of wheat. 


Suriname has also been allocated $68 million in grants and soft 
loans from the EC under the Lome Convention, plus $26 million in 
development loans from the Inter-American Development Bank. 
However, it has been difficult to get projects started, and only 
a small portion of the allocated funds have been spent. 





Financial Sector 


Continuing government deficits have exacerbated the already high 
liquidity in Suriname's economy. The money supply grew from 
$1.17 billion in 1987 to $1.53 billion in 1988, an increase of 
almost 30 percent. This followed a 74 percent increase in 1987. 


Surinamese banks and other financial institutions have suffered 
from the country's over-liquidity and consequently limited 
private borrowing. Banks hold large cash reserves and restrict 
balances in interest-bearing accounts. Nevertheless, some banks 
increased private loan portfolios over 1987 levels. Banks also 
have been allowed to hold higher cash deposits than previously. 
In connection with the Dutch economic aid program, the government 
may permit commercial banks to handle foreign currency 
transactions now the exclusive domain of the central bank. 


Parallel Market 


Originally only a market for hard currency, the parallel or 
black market has expanded into a source for otherwise scarce or 
unavailable imported and domestic goods, sold for several times 
official prices. In addition, a growing number of informal, 
unregistered businesses, especially in the services sector, have 
sprung up as employment opportunities and economic transactions 
continue to be constrained in the official market. 


The official exchange rate is 1.789 guilders to the dollar, but 
the black market rate has varied between 6.75 and 16 guilders to 
the dollar since November 1986, depending on the market's reading 
of political and economic events. It currently fluctuates 
between 11 and 12.5 to the dollar. 


In an attempt to curb parallel market activities and the prices 
of goods, the government announced a special rate of exchange for 
the U.S. dollar and the Dutch guilder in June 1989 to be used to 
determine prices of goods purchased with private sources of 
foreign exchange. The respective rates of 1 to 5 and 1 to 2.5 
for the U.S. dollar and the Dutch guilder are still well below 
market reality, and neither the government nor the private sector 
has so far made foreign exchange available at these prices. 


Manufacturing Sector 


Manufacturing currently accounts for a small proportion, roughly 
9 percent, of Surinamese GDP. The government seeks to encourage 
this sector in order to increase exports and promote import- 
substitution industries, which are now small scale and 
inefficient. Manufacturers are protected by import restrictions, 
which result in monopolies for many companies. These monopolies 
and a lack of adequate quality controls means that many locally 
produced products fail to meet international standards. 
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The chronic shortage of hard currency has hurt Surinamese 
manufacturers, who are highly dependent on imported inputs. 
Nearly every product manufactured locally is made from imported 
raw materials, and every manufacturer uses imported machinery, 
spare parts and packaging materials. In fact, assembly or 
packaging is often the only value added to a product locally. 
Import restrictions have caused increasingly frequent -- though 
often temporary -- plant closings due to shortages of raw 
materials or spare parts. 


Mining Sector 


Two aluminum companies operate in Suriname. The larger, Suralco, 
is a wholly owned subsidiary of Alcoa. The smaller, Billiton, 

is a subsidiary of Royal Dutch Shell. Together, these two 
companies traditionally account for about 70 percent of 
Suriname's hard currency earnings and employ nearly 4,000 
workers. However, the competitive position in the world market 
for Suriname's alumina/aluminum has been weak because of high 
labor costs. 


After four straight years of losses, the aluminum companies 
turned a healthy profit in 1988, as world prices for alumina 
soared. Suralco and Billiton were able to take advantage of 

the spot market for alumina in addition to higher contact 

prices for the product. Suralco is mining at full capacity at 
Moengo and in June 1988 reopened a smelting plant that had been 
shut down in January 1986 when insurgents cut off the power 
supply. Billiton opened a new mine in the Para district, and it 
may open another there in 1990. In 1988 Suriname's bauxite 
companies exported 1.63 million metric tons of alumina, valued at 
about $320 million. Suralco exported 1,616 metric tons of 
aluminum in 1988. A negligible amount of bauxite was also 
exported. 


The companies anticipate that the price of alumina will fall in 
the early 1990s. At that time, a provisional accord that was 
negotiated between the government and the two companies in 1988 
but never put into effect will likely be reexamined. The 
accord, intended to keep Suriname's alumina competitive, calls 
for a special rate of exchange for the mining sector at about 
twice the current rate. Although the arrangement would have 
made it easier for the mining companies to make the new 
investments needed to develop new mines and assure production 
into the next century, the companies are expected to proceed 
with new investments, albeit cautiously, while alumina prices 
remain high. 


Small quantities of gold and granite are produced in Suriname, 
and large kaolin deposits located underneath the country's 
bauxite are so far unexploited. 





Energy Sector 


Importation of petroleum products has always been given priority 
by the government, and supplies have remained adequate. [In 
contrast to other businesses, oil companies have not experienced 
any considerable backlog in transfer of hard currency payments 
from the central bank to suppliers. 


The government-owned oil company, Staatsolie, increased its 
production in 1988 from 2,800 to 3,900 barrels per day and plans 
to expand production to 6,500 barrels per day by 1992. By this 
date the company hopes to have a refinery built and in operation. 
The refinery is planned as a joint venture between the Surinamese 
Government and private investors. The Dutch Government has 
expressed an interest in participation in the refinery project. 
An oil production expansion project may also be financed by Dutch 
development assistance, and offshore exploration may begin in 
1990. Staatsolie's management is considering possibilities for a 
production-sharing agreement with a major oil company. 


Under the long-standing "Brokopondo Agreement," Suriname 
purchases 40 MW of electricity yearly from Suralco, which owns 
and operates the Afobaka Dam. Thermal plants owned by the local 
parastatal EBS supply the rest of the country's electricity 
needs. Dutch economic development assistance may help in 
construction of a new, more efficient transmission line. No 
serious disruptions in the electricity supply occurred in 1988 
and the first six months of 1989. 


Agricultural Sector 


After the government, the agricultural sector is the largest 
employer in Suriname. Agricultural exports account for 14 
percent of the country's export earnings. 


Rice: Rice is Suriname's most important crop, grown on about 
half of all cultivated land and providing about 10 percent of 
total hard currency income. Only about 70 percent of the 
possible sowing area has been cultivated due to input shortages, 
uncompleted irrigation projects and other problems. Programs 
financed by Dutch aid are expected to double the area planted in 
rice in Nickerie, the primary rice-growing district. Also, the 
EEC has agreed to a revolving loan to finance rice inputs. 


The Lome Convention grants Suriname a substantial tariff 
advantage on rice exports to the European Community. The EC pays 
a premium for the exceptionally long grain race in which the 
country specializes and 88 percent of Suriname's rice exports 

go to the EC. The remainder is sold in the Caribbean. Suriname 
exported 77,686 tons of rice in 1988 valued at $37 million. The 
high import component of rice production in Suriname reduces the 
net value of the industry in terms of hard currency earnings. 
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Bananas: Bananas are exported by the parastatal Surland, 

and exports have steadily increased in recent years. The 
company exported 32,396 tons values at $10 million in 1987 

and 35,564 tons valued at $11 million in 1988. About 70 
percent of the crop goes to Great Britain, which will likely 
absorb planned production increases for the next several years. 
The remaining banana exports go to Italy. Surland has faced 
management and labor problems, and the quality of exported 
bananas is sometimes adversely affected by transport to port 
on deteriorating roads. 


Sugar and Palm Oil: Sugar and palm oil production are of lesser 
importance in Suriname. Neither sector produces enough to meet 
local consumption. The palm oil industry has been adversely 
affected by the insurgency, which caused considerable damage to 
its infrastructure. The spread of Spearrot disease has also 
caused problems. Suriname receives international help to fight 
this disease. The parastatal palm oil companies produced 3,156 
tons of rough and edible oils and derivatives in 1988. Alcohol 
production reached 671,000 liters in 1988, down from 724 liters 
in 1987. The government-owned sugar plantation Marienburg is 
fighting for its existence, amid labor troubles and delayed 
capital investments. 


Fishery Sector 


Suriname exported 2,337 tons of shrimp in 1988 valued at about 
$34 million. Net hard currency earnings from these exports have 
been limited because most trawlers are crewed by Koreans, who 
are paid in dollars. A fisheries agreement with the Venezuelans 
is being revised. Suriname is plagued by considerable illegal 
fishing in its waters, but does not have the means to do much 
about the problem. There are two small freshwater shrimp 
operations. Fish exports are relatively insignificant. The 
United States and Japan are by far the largest markets for 
Surinamese seafood. 


Forest Products 


Despite the low profit in rain forest timbering, wood and wood 
products are potentially significant foreign exchange earners for 
Suriname, where dense jungles cover about two-thirds of the total 
land area. The timber industry is dominated by three 
parastatals, all of whom have been seriously affected by the 
Brunswijk insurgency. Access to commercial timbering sites was 
all but completely cut off in June 1987. The peace agreement 
reached with the insurgents on July 21, 1989, greatly increases 
the likelihood of a renewal of timber development in the interior 
during the 1990s. 
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IMPLICATIONS FOR THE UNITED STATES 


American investment in Suriname is estimated to exceed $2 
billion in replacement value. Over 95 percent of this 
investment is accounted for by the bauxite mining and smelting 
company Suralco, a 100 percent-owned subsidiary of Alcoa. The 
next most significant U.S. firms, Exxon and Texaco, are two of 
the three oil product importers in Suriname. IBM and the 
insurance firm Alico also have offices in Suriname. All these 
firms, including Suralco, are headed by non-Americans and employ 
only a few Americans. According to official statistics, the 
United States in 1987 supplied only $35 million worth of goods to 
Suriname. Other U.S. exports to Suriname are chemical products, 
petroleum products, grain, and mechanical replacement parts. 


The decline in U.S. exports to Suriname is attributable largely 
to the foreign exchange shortage, which has led both to an 
increase in Surinamese imports from countries that offer tied 
lines of credit, and to increasing difficulties in collecting 
payment for goods delivered to Suriname. Renewed Dutch economic 
assistance offers no immediate improvement in Suriname's cash 
purchasing power, because the aid is to go directly to 
development projects approved by both the Surinamese and Dutch 
Governments. However, these projects may offer opportunities for 
U.S. exporters because purchases of supplies and equipment 
financed by the aid are not tied exclusively to Dutch or other 
European sources, although such sources are given preference. 


Surinamese Government foreign exchange restrictions have made 
remittances of payments for goods and services and repatriated 
earnings from investments difficult. Doing business with 
Surinamese customers requires that the conditions under which 
hard currency will be expatriated be determined in advance. 


The government has not yet produced a new investment code, and 
the potential new investor must negotiate with the government his 
own ad hoc package of incentives. Investment inducements 
currently available include a tax holiday, assistance with site 
location, provision of low-cost or no-cost factory shells, and 
assistance in processing the necessary paperwork from Centrum 
Index, a state agency. 


Although Suriname under current conditions offers only limited 
prospects for the American exporter or investor, opportunities do 
exist, particularly in those sectors of the economy with access 
to either public or private sources of foreign exchange (such as 
mining, oil, and consumer goods). Before beginning business in 
Suriname, U.S. exporters, importers, bankers, and investors would 
be well advised to visit the country, to pick good local 
representatives, and to conclude explicit foreign exchange and 
incentive agreements. 





12 


The longer range picture is substantially brighter. In addition 
to the capital flows and concomitant economic adjustments 
promised by Dutch bilateral assistance and the EC structural 
adjustment project, the Surinamese Government is committed to 
eventual membership in the Caribbean Basin Initiative (CBI). 
Although Suriname will not qualify for CBI membership 
immediately, the process of qualification will entail significant 
changes in Suriname's economic policy and should provide new 
opportunities for the U.S. investor and exporter. 


Other projects planned for the 1990s may also provide 
opportunities. These include offshore oil exploration in both 
the Saramacca district and the mouth of the Corantijn River on 
the border with Guyana, and the Kabalebo hydroelectric project in 
western Suriname. The Kabalebo project is a centerpiece of 
Suriname's efforts to achieve greater regional economic 
integration. Brazil is involved in plans to finance the project, 
and Guyana would be the primary customer for the electricity 
produced at Kabalebo. 








